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of this chapter shall provide for the 
lender to phase in advances to reflect 
project rent levels.

§ 241.1070 Agreed interest rate. 
The equity or acquisition loan shall 

bear interest at the rate agreed upon 
by the borrower and the lender.

§ 241.1080 Eligibility of title. 
In order for the project to be eligible 

for insurance, the Commissioner shall 
determine that the title to the prop-
erty is vested in the borrower as of the 
date the security instrument is filed 
for record. The title evidence will be 
examined by the Commissioner and the 
endorsement of the credit instrument 
for insurance shall be evidence of its 
acceptability.

§ 241.1085 Title evidence. 
(a) Upon insurance of the loan, the 

lender shall furnish to the Commis-
sioner a policy of title insurance as 
provided in paragraph (a)(1) of this sec-
tion. If the lender is unable to furnish 
such policy for reasons satisfactory to 
the Commissioner, the lender shall fur-
nish such evidence of title as provided 
in paragraphs (a)(2), (3) or (4) of this 
section as the Commissioner may re-
quire. Any policy of title insurance, or 
evidence of title required under this 
section shall be furnished without ex-
pense to the Commissioner. The ac-
ceptable types of title evidence are: 

(1) A policy of title insurance issued 
by a company and in a form satisfac-
tory to the Commissioner. The policy 
shall name the lender and the Sec-
retary of Housing and Urban Develop-
ment, as their respective interests may 
appear, as the insured. The policy shall 
provide that upon acquisition of title 
by the lender or the Secretary, it will 
continue to provide the same coverage 
as the original policy, and will run to 
the lender upon its acquisition of the 
property in extinguishment of the debt, 
and to the Secretary upon acquisition 
of the property pursuant to the loan in-
surance contract. 

(2) An abstract of title satisfactory 
to the Commissioner, prepared by an 
abstract company or individual en-
gaged in the business of preparing ab-
stracts of title, accompanied by a legal 
opinion satisfactory to the Commis-

sioner, as to the quality of such title, 
signed by an attorney at law experi-
enced in the examination of titles; 

(3) A Torrens or similar title certifi-
cation; or 

(4) Evidence of title conforming to 
the standards of a supervising branch 
of the Government of the United States 
of America, or of any State or territory 
thereof. 

[57 FR 12037, Apr. 8, 1992, as amended at 58 
FR 34217, June 24, 1993]

§ 241.1090 Accumulation of next pre-
mium. 

The security instrument shall pro-
vide for payments by the borrower to 
the lender on each interest payment 
date of an amount sufficient to accu-
mulate in the hands of the lender one 
payment period prior to its due date 
the next annual insurance premium 
payable by the lender to the Commis-
sioner. These payments shall continue 
only as long as the contract of insur-
ance remains in effect.

§ 241.1095 Application of payments. 

(a) The security instrument shall 
provide that all monthly payments to 
be made by the borrower shall be added 
together and the aggregate amount 
shall be paid by the borrower upon 
each monthly payment date in a single 
payment. The lender shall apply the 
payment in the following order: 

(1) Premium charges under the con-
tact of insurance; 

(2) Interest on the loan; and 
(3) Amortization of the principal of 

the loan. 
(b) Any deficiency in the amount of 

any monthly payments required under 
paragraph (a) of this section shall con-
stitute a default. The security instru-
ment shall provide for a grace period of 
30 days within which time the default 
must be cured.

§ 241.1100 Prepayment privilege and 
charges. 

(a) Prepayment privilege. (1) Except as 
otherwise provided in paragraph (b) of 
this section, the security instrument 
shall contain a provision permitting 
the borrower to prepay the loan, in 
whole or in part, upon any interest 
payment date after giving to the lender 
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30 days advance notice of its intention 
to prepay. 

(2) If the loan exceeds $200,000, the se-
curity instrument may contain a provi-
sion for an additional charge in the 
event of prepayment of principal as 
may be agreed upon between the bor-
rower and lender. These charges shall 
not be imposed if the loan is acceler-
ated at the request of the Commis-
sioner, pursuant to § 241.1046(b). The 
borrower shall be permitted to prepay 
up to 15 percent of the original prin-
cipal amount of the loan in any one 
calendar year without any additional 
charge. A provision for an additional 
charge in the event of prepayment may 
not be included in a loan of $200,000 or 
less. 

(b) Prepayment of bond-financed loan. 
Where the lender has obtained the 
funds for the loan by the issuance and 
sale of bonds or bond anticipation 
notes, or both, the loan may contain a 
prepayment restriction and prepay-
ment penalty charges acceptable to the 
Commissioner as to term, amount, and 
conditions.

§ 241.1105 Late charges. 

The note and security instrument 
may provide for the lender’s collection 
of a late charge, not to exceed 2 cents 
for each dollar of each payment to in-
terest or principal more than 15 days in 
arrears, to cover the expense involved 
in handling delinquent payments. Late 
charges shall be separately charged to 
and collected from the borrower and 
shall not be deducted from any aggre-
gate monthly payment.

§ 241.1120 Mortgagee’s consent. 

The holder of an insured mortgage 
which is recorded prior to the equity or 
acquisition loan shall not withhold its 
consent to the equity or acquisition 
loan (whether or not such equity or ac-
quisition loan is insured by the Com-
missioner) or the security instrument 
executed in connection therewith, and 
may not charge a fee as a condition to 
its consent to such loan or security in-
strument.

Subpart F—Insurance for Equity 
Loans and Acquisition 
Loans—Contract Rights and 
Obligations

SOURCE: 57 FR 12040, Apr. 8, 1992, unless 
otherwise noted.

§ 241.1200 Cross-references. 
(a) Projects with a HUD-insured or 

HUD-held mortgage. (1) All the provi-
sions of part 207, subpart B of this 
chapter, covering mortgages insured 
under section 207 of the Act, apply to 
equity loans or acquisition loans on a 
project insured under section 241(f) of 
the Act, except the following 
provisions:

Sec.
207.251 Definitions. 
207.252 First, second and third premium. 
207.252a Premiums—operating loss loans. 
207.252b Premiums—mortgages insured pur-

suant to section 223(f) of the Act. 
207.252c Premiums—mortgages insured pur-

suant to section 238(c) of the Act. 
207.254 Insurance endorsement.

(2) For the purposes of subpart F of 
this part, all references in part 207 of 
this chapter to section 207 of the Act 
and to the term ‘‘mortgage’’ shall be 
construed to refer to section 241(f) of 
the Act and ‘‘equity or acquisition 
loan,’’ respectively. 

(b) Projects without a HUD-insured or 
HUD-held mortgage. The provisions of 
subpart D of this part shall be applica-
ble to a project without a HUD-insured 
or HUD-held mortgage that is receiving 
an equity loan or acquisition loan 
under subpart E of this part in connec-
tion with a plan of action approved by 
the Commissioner under part 248 of 
this chapter. 

(c) All of the definitions in § 241.1005 
apply to subpart F of this part. In addi-
tion, as used in subpart F of this part, 
the term ‘‘contract of insurance’’ 
means the agreement evidenced by the 
Commissioner’s insurance endorsement 
and includes the provisions of subpart 
F of this part and of the Act.

§ 241.1205 Payment of insurance bene-
fits. 

All the provisions of § 207.259 of this 
chapter relating to insurance benefits 
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